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MILITARY CONSTRUCTION APPROPRIATIONS
FOR FISCAL YEAR 2001

TUESDAY, FEBRUARY 29, 2000

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 9:15 a.m., in room SD-138, Dirksen
Senate Office Building, Hon. Conrad Burns (chairman) presiding.
Present: Senators Burns, Craig, and Murray.

DEPARTMENT OF DEFENSE

DEPARTMENT OF THE NAVY

STATEMENT OF HON. ROBERT B. PIRIE, JR., ASSISTANT SECRETARY
OF THE NAVY FOR INSTALLATIONS AND ENVIRONMENT
ACCOMPANIED BY:

REAR ADM. LOUIS SMITH, CIVIL ENGINEER CORPS, U.S. NAVY,
COMMANDER, NAVAL FACILITIES ENGINEERING COMMAND/
CHIEF OF CIVIL ENGINEERS

BRIG. GEN. HAROLD MASHBURN, U.S. MARINE CORPS, DEPUTY
CHIEF OF STAFF FOR INSTALLATIONS AND LOGISTICS

REAR ADM. JOHN COTTON, U.S. NAVAL RESERVE, DEPUTY DIREC-
TOR, NAVAL RESERVE

OPENING STATEMENT OF SENATOR CONRAD BURNS

Senator BURNS. We will call to order this Subcommittee on Mili-
tary Construction of the Senate Appropriations Committee, and
first of all, we want to thank everybody this morning here. We
wanted to get a jump on it, and I was late. We had a Chinese dele-
gation, trade delegation, who visited Montana last week, and they
were in town this morning, so we felt we had better meet with
them, as we didn’t get to meet with them in the State.

We will hear first this morning from the Department of the
Navy. We're pleased to have before us this morning Assistant Sec-
retary of the Navy for Installation and Environment, Mr. Pirie.
Secretary, it’s good to see you again. We have sat across this table
more times than we both want to admit, but we'’re still grazing the
green side, and that has something to say about the relationship.
It’s always a pleasure to have you with us and to lay out some
things. We have Admiral Smith, Major General Mashburn, and Ad-
miral Cotton, and we appreciate all of you coming this morning.

Compared to last year’s budget submission proposal, the fiscal
year 2001 budget appears to be in somewhat better shape. We still
have some wrinkles to iron out, but nevertheless, I think there’s no
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real mountains here to climb, but just to smooth out the edges a
little bit. However, there is still insufficient funding in the budget
for adequately addressing those critical mission and quality of life
shortfalls. We’re disappointed in that area. Although if your fiscal
year 2001 budget attempts to provide funding for a limited number
of barracks, family housing, water projects and airfield facilities,
it’s more of a question of allocating shortages across the Depart-
ment of the Navy.

Also of great concern is a loss of the 5 percent contingency fund
for all military construction and family housing projects. I'm wor-
ried about this and the impact it may have, and I have to ask are
we compromising our quality standards, and are we slowing up the
projected execution and possible deferment of some projects? I'm
concerned about that.

I look forward to hearing about this and the potential impact of
all the witnesses as they present their testimony. We look forward
to working with you to ensure that the most critical requirements
are met in the budget, and, yes, we are very, very sensitive to re-
tention and recruitment and the quality of life of our military peo-
ple because we feel like that this is very, very important to our
overall national structure, force structure, and, of course, our na-
tional defense.

I would ask you this morning if you could keep your statements
brief. Your entire statement will be made a part of the record, and
then we can start a dialogue. It’s my pleasure to see Senator Mur-
ray here this morning. We have worked together on this committee
now for the third or fourth year in a row, and it is always a pleas-
ure working with her and her staff. Thank you for coming this
morning.

STATEMENT OF SENATOR PATTY MURRAY

Senator MURRAY. Thank you very much, Mr. Chairman. I espe-
cially appreciate your scheduling this hearing today on the fiscal
year 2001 military construction programs proposed by the Navy
and our Defense agencies. I welcome all of our witnesses today, and
I look forward to your testimony.

I was pleased and I'm sure you were, too, Mr. Chairman, to see
that this year’s proposed military construction is back on track. It
is a l-year budget and not hitched to a 2-year funding wagon as
it was last year.

Having worked as hard as we did to fully fund the fiscal year
2000 military construction appropriations bill without impacting
readiness, I would have welcomed a stronger effort on the part of
the Services to more robustly fund this year’s military construction
budget, particularly for the Reserves. Congress made great
progress last year in addressing readiness issues, and I am encour-
aged to see Secretary Cohen’s emphasis on improving housing and
health care opportunities in this year’s defense budget, but I would
have liked to have seen a corresponding increase in military con-
struction funding.

That said, I do see some promising trends in this budget. I am
especially interested in the Navy’s homeport ashore program, and
I look forward to hearing more about that. I am also very inter-
ested in the status of the school facilities studies being undertaken
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by the defense education activity, and I appreciate the effort that
has been put towards that study this year. However, I also see
some disturbing trends in this budget, including the decision by
DOD to eliminate the 5 percent contingency funding for military
construction projects.

I understand from your advance testimony, Mr. Pirie, you also
have some concerns in this regard, and I would be interested to
hear you elaborate on those.

Finally, I look forward to hearing more about the Navy’s family
housing and barracks privatization plans, particularly as they
apply to Washington State. I think there is merit in the privatiza-
tion program, but there are also a lot of questions, and I think it
is important that we keep a close eye on that program.

Mr. Chairman, thank you again for scheduling this hearing, and
I thank our witnesses for coming. I look forward to hearing from
all of you.

Senator BURNS. Thank you, Senator Murray. Secretary Pirie,
welcome this morning, and we look forward to your statement.

STATEMENT OF ROBERT B. PIRIE, JR.

Mr. PirIE. Thank you, Mr. Chairman. Good morning. And good
morning, Senator Murray. I am glad to be back here once again.
As you say, I think it would be best if I simply summarize a few
points from my testimony.

On balance I think the budget that we have submitted to Con-
gress this time is the strongest one that we have put forward dur-
ing my 6-year tenure in this job.

There is good news in the area of housing. The Secretary of De-
fense proposes to reduce the out-of-pocket housing expenses for
members who own or rent homes in the community. An increase
in the basic allowance for housing would cut out-of-pocket expense
from 19 percent to 15 percent in fiscal year 2001 and eliminate it
by fiscal year 2005. That will make housing more affordable for the
nearly three quarters of Navy and Marine Corps families and the
many single sailors and Marines who live in private sector housing.

We have renewed our commitment to family housing construc-
tion. We are asking you to approve six Navy and two Marine Corps
projects for the next fiscal year. These projects would build a total
of 861 homes, all of them in the United States. And in keeping
with our philosophy of fixing what we own, nearly all of these re-
place deteriorated homes that we still need but are beyond eco-
nomical repair.

HOUSING

We are proceeding with our housing privatization efforts. We
have seven pilot projects that were previously authorized and ap-
propriated and are in various stages in the acquisition process. Any
necessary funding will come from prior year appropriations. We are
not asking for any new PPV funds in this budget.

I think we are approaching success here. Later this year I expect
to provide Congress with the required notification of our intent to
award contracts for most of these PPV projects because we have
been slower than we hoped, we will not have all the data we would
like about how our Public-Private Ventures (PPVs) will work. Nev-
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ertheless, I continue to believe they are important to getting better
housing sooner for our people, and I ask your support for extending
the PPV authority for another 5 years.

We are also exploring an initiative to dramatically improve hous-
ing for our most junior sailors assigned to ships. When deployed
away from homeport, all sailors must endure bunk beds, sharing
cramped spaces with dozens of shipmates, and living out of a small
locker. When they return to homeport, their peers who are married
or assigned to aviation squadrons or submarines get housing
ashore. Shipboard E-1s through E—4s, however, must continue to
live aboard the ship in homeport.

The proposed new homeport ashore program would provide these
sailors with housing, either in a Bachelor Enlisted Quarters (BEQ)
or in the community, when their ship is in homeport. In order to
create space within the housing budget for the rapid buildup of
Bachelor Quarters (BQ) spaces that would be required for this ini-
tiative, we would build new spaces to the 2 plus 0 configuration
rather than the 1 plus 1 that is the current Department of Defense
(DOD) standard.

Ultimately we intend to return to the 1 plus 1 standard, but in
the meantime, we will have provided decent places for our young
bachelor sailors in homeport. As we work out the details of imple-
menting this initiative, we will keep the committee informed.

I am very proud of our efforts to clean up closed bases and get
the property into the hands of local communities. Through four
rounds of Base Realignment and Closure (BRAC), we have a total
of 178 closures and realignments to accomplish. Only two remain.
Both will be completed next year. Cleanup and property disposal
are now the major focus in this activity.

With respect to BRAC funding, the apparent large increase in
funding requested in fiscal year 2001 requires some explanation.
Last year’s advance appropriation scheme shifted fiscal year 2000
funds to 2001 based on expected outlays in military construction,
family housing construction, and BRAC accounts. The Congress re-
jected the idea of advanced appropriations, but made us whole—for
which I am indeed very grateful—in fiscal year 2000 by restoring
funds to the military construction and family housing construction
accounts.

BRAC

However, BRAC funding was not restored. This left our fiscal
year 2000 BRAC program severely short. We are doing our best to
work with communities to make do with much smaller than
planned fiscal year 2000 funds. The fiscal year 2001 funds are crit-
ical to continue the work begun this year and get us—and commu-
nity redevelopment plans—back on track. Cleanup delays will in-
evitably stretch our property disposal schedules and be a major set-
back to community redevelopment plans.

We have accomplished two “Section 334” early transfers of BRAC
property. The former fleet industrial and supply center, Oakland,
California, transferred to the Port of Oakland in June. This trans-
fer is unique in that, with funding from us, the Port will do the
cleanup as part of their redevelopment plans, saving both time and
money for all parties.
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We also transferred the former Naval Air Station, Memphis, Ten-
nessee, to the Millington Municipal Airport Authority. In this case
we will continue to do the cleanup but also in concert with the com-
munity’s redevelopment effort.

While we have avoided including a major irritant this year such
as advance funding for Military Construction (MILCON) and family
housing, there are aspects of our budget that may be problematic.
One such item is the lack of contingency funding for MILCON and
family housing. Now, we will certainly do our best to manage our
projects carefully, but inevitable fact of life changes will confront
us with the need to downscope projects or reprogram for increased
costs. I do not propose to compromise on quality.

HISTORIC QUARTERS

Another issue that we are working but have not arrived at a
complete solution is that of historic and flag officer housing. These
historic buildings represent a part of our national heritage, of
which the Navy Department is the steward. We need to preserve
these places for the benefit of present and future generations of
Americans. As a general rule, these places are difficult and expen-
sive to maintain. There is a real question in equity whether the
family housing account should bear this burden when we have
shortages elsewhere.

The idea of creating a separate account, however, has proved
very unpopular. I have created a working group in the Department
of the Navy to seek a long-term solution, and I will keep you in-
formed also about our progress in that area. Ideas are certainly
welcome at any time.

PREPARED STATEMENT

Mr. Chairman, it has been a pleasure to work with the members
of this committee over the course of the last 6 years. I am ex-
tremely grateful for your consideration both of the Navy and its
programs and of me personally, and I look forward to continuing
this dialogue. Thank you.

[The prepared statement follows:]

PREPARED STATEMENT OF HON. ROBERT B. PIRIE, JR.

Good day, Mr. Chairman and members of the Committee, I am Robert B. Pirie,
Jr., Assistant Secretary of the Navy (Installations and Environment). I appreciate
the opportunity to speak to you today on the Department of the Navy’s (DON) in-
stallations and facilities program.

My statement today will cover these areas:

—The infrastructure budget;

—Program highlights for family housing, military construction, real property

maintenance, and Base Realignment and Closure (BRAC);

—Infrastructure efficiency efforts.

THE INFRASTRUCTURE BUDGET

A perspective

I am quite pleased with our fiscal year 2001 infrastructure budget. It is, on bal-
ance, the strongest budget submitted to the Congress during my nearly 7-year ten-
ure in this position. Our military construction, family housing, real property mainte-
nance, and base closure accounts are in sum above last year’s budget request.

This budget builds on the significant additions supported by this Committee in
last year’s budget; it represents a 2-percent increase over last year’s enacted level.
The military construction budget request is larger than at anytime since 1992; our
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family housing construction request has not been exceeded since 1997; our base clo-
sure account represents the largest single-year effort we have ever made to clean
up contamination on our closed bases, thereby helping communities turn these
bases into economic engines for local redevelopment and job creation. We are em-
barking on a new quality of life initiative for our shipboard Sailors.

Basic Allowance for Housing (BAH) is outside of the infrastructure budget, but
it directly affects our ability to adequately house our Sailors, Marines and their fam-
ilies. As you know, BAH is a housing stipend paid to the military member. I strong-
ly support the Secretary of Defense’s initiative to reduce out-of-pocket expenses, now
19 percent, to 15 percent in fiscal year 2001, and eliminate it entirely by fiscal year
2005. The BAH increases will make housing more affordable for our members and
their families, and help reduce the inequity between those living in government
quarters (no out-of-pocket expenses) and those living in the private sector.

This success at the budget table is a result of the continued commitment to qual-
ity of life by the Secretary of the Navy, the Chief of Naval Operations, and the Com-
mandant of the Marine Corps. As the Department of the Navy, and indeed the De-
partment of Defense as a whole, struggles to attain the proper balance between
short-term needs (e.g., readiness, personnel, quality of life) and long-term needs
(e.g., modernization of weapon systems), we are putting into place strong programs
to support our people where they live and where they work.

Let me describe our budget highlights in more detail.

Compared with overall DON fiscal year 2000 budget

The Department of the Navy installation budget includes these appropriations:
Military Construction, Navy (MCON); Military Construction, Naval Reserve
(MCNR); Family Housing, Navy and Marine Corps (FHN); Base Realignment and
Closure (BRAC); and Environmental Restoration, Navy. Base operations support
and real property maintenance functions are included in the Operation and Mainte-
nance accounts. In aggregate, our fiscal year 2001 installation program totals $7.9
})illion, or about 8.6 percent of the DON fiscal year 2000 budget of nearly $92 bil-
ion.

Compared with fiscal year 2000

Our fiscal year 2001 installation program (MCON, MCNR, FHN, BRAC) of $2.5
billion is 7 percent more ($166 million) than the fiscal year 2000 enacted level of
$2.34 billion, and 15 percent more ($329 million) than our fiscal year 2000 budget
request of $2.18 billion.

A large portion of this increase is in the BRAC account. It is the remnant of last
year’s Advance Appropriation request.

You will recall that last year’s budget request proposed the use of Advance Appro-
priations for all Department of Defense construction accounts, including BRAC.
That budget request shifted large portions of the fiscal year 2000 appropriation re-
quest to fiscal year 2001. About half (i.e., $254 million) of the Department of the
Navy’s fiscal year 2000 BRAC budget request was moved to fiscal year 2001. The
Congress rejected the use of this financing technique, and added money to fully fund
military construction, and family housing construction and improvement projects.
However, no such funds were added to make the BRAC account whole. The result
is that we are left with a much smaller BRAC program in fiscal year 2000 than we
needed, and a seemingly high BRAC request in fiscal year 2001. Nearly all of the
BRAC funding is for time-critical cleanup of contamination at closed bases to sup-
port property disposal and community reuse efforts. Because of the distortion caused
by last year’s Advance Appropriation request, I ask that you look at our fiscal year
2001 BRAC program as a two-year (fiscal year 2000 and fiscal year 2001) window.
I will explain in more detail the importance of this funding and how we are man-
aging program execution later in my statement.

Our military construction (active and reserve) request, though below last year’s
enacted level, is nearly on par with last year’s authorization request, which was
highly leveraged due to Advance Appropriations. Our fiscal year 2001 appropriation
request of $769 million is the largest we have submitted during this Administration.
The Military Construction, Navy request comprises 49 projects totaling $552 million
for the Navy, and 19 projects totaling $130 million for the Marine Corps. It also in-
cludes $8 million in unspecified minor construction, and $63 million in planning and
design. Most of the projects are for operational, maintenance and training facilities,
barracks, and other quality of life projects. The Military Construction, Naval Re-
serve request comprises six Navy projects totaling $8 million and one Marine Corps
project of $6.4 million. It also includes $2 million in planning and design funds.

Our fiscal year 2000 Family Housing program is summarized in the following
table. We have renewed our commitment to the new construction program as we
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proceed with our privatization efforts. Our budget request includes funds for six
Navy and two Marine Corps housing construction projects. All are for enlisted per-
sonnel, and all located in the United States. We are not requesting any funds in
the Department of Defense Family Housing Improvement Fund, relying on prior
year construction and improvement funds to proceed with our pilot privatization ef-
forts. Our Family Housing Operations and Maintenance request declines primarily
due to inventory reductions of about 600 homes and reduced utility costs due to en-
ergy conservation measures. The reduction in leasing is due to expected delays in
individual leases at six locations in Europe.

[Dollars in millions]

Fiscal year

2000 enacted 2001 requested 2001 homes
Construction $339.3 $362.8 e,
New Construction [133.9] [159.3] 861
Improvements ......... [187.7] [183.5] 2,292

Planning & Design ..... [17.6] [20.0]
Operations & Maintenance .. 741.4 739.9
Leasing 145.3 142.7 7,446
Total Family Housing, Navy & Marine Corps .............. 1,226 1,245 e

Our fiscal year 2001 Real Property Maintenance (RPM) request of $1.7 billion is
$276 million above the fiscal year 2000 level. RPM funds in the Operation and
Maintenance account are for repairs, preventive and recurring maintenance, minor
construction and centrally managed demolition. Despite putting more money into
this program, I must note that our backlog of Maintenance and Repair Projects is
projected to grow by $237 million, crossing the $4 billion threshold in fiscal year
2001. The Department of Defense has not requested any funds in fiscal year 2001
for the Quality of Life Enhancements, Defense account.

Elimination of contingency funding

While there are many positive aspects of our program, two items will lead to exe-
cution challenges. The Department of Defense has opted to eliminate all contingency
funding in our military construction, family housing construction, and family hous-
ing improvement projects for fiscal year 2001 and future years. A total of $52 mil-
lion was cut from our construction projects. Previously, the budget cost of each
project included a 5 percent allowance to cover construction uncertainties such as
unknown subsurface conditions, unfavorable bid climate, material cost changes, or
requirements that are discovered after the design is completed. (As you know, the
construction cost estimates submitted in the budget are based on having completed
at least 35 percent of the design of the project or parametric cost estimates, not 100
percent design.)

The Department of Defense deleted contingency in the construction accounts in
part because of the concerns expressed by the Congress last year that contingency
funds were being used to “gold plate” projects. That is not the case.

I believe the absence of contingency funds may compromise our ability to main-
tain full project scope, high construction standards, or ability to execute all fiscal
year 2001 authorized projects. We will pursue innovative acquisition strategies and
implement even more stringent management of cost growth to execute within avail-
able funds. However, in construction, as in life, we cannot predict the unforeseen.

Across-the-board rescission

The Consolidated Appropriations Act 1999 (Public Law 106-113) directed an
across the board rescission of fiscal year 2000 appropriated funds which, for the De-
partment of Defense, amounted to 0.52 percent after exclusion of military pay ac-
counts.

We have applied this reduction with an eye to preserving maximum execution
flexibility. In the military construction appropriations, an across the board reduction
was taken against all construction projects to ensure no single project was signifi-
cantly impacted or cancelled. We hope our design build construction efforts can
produce enough savings to offset this reduction.

The allocation for our Operation and Maintenance accounts, however, is more
problematic. These accounts total $26.4 billion in fiscal year 2000. A number of op-
tions were evaluated by the Secretary of the Navy. All were troublesome. The na-
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ture of Operation and Maintenance makes targeting specific programs and sepa-
rating least critical funding very difficult. Everything funded in these appropriations
is in some way connected to force readiness. In the end, the decision was made to
target the entire $136 million O&M rescission to the real property maintenance ac-
counts. This action avoids immediate readiness problems, and can be done with the
least risk of reduction-in-force or furloughs. It also provides the greatest potential
for amelioration during the course of the year or even late in the year if additional
assets or resources become available.

Nonetheless, this decision amounts to a 9 percent reduction in fiscal year 2000
Real Property Maintenance funds, and clearly contributes to the growth in the back-
log of maintenance and repairs previously mentioned. All types of facilities, includ-
ing barracks and other quality of life facilities, will be impacted. The impact will
generally be greater on the Navy than the Marine Corps, as the Navy has more fa-
cilities, and they tend to be in worse condition as measured by facility readiness C-
ratings! and the size of the critical backlog of repairs. The fiscal year 2001 budget
is sufficient to fund Navy mission critical facilities (waterfront, airport, training,
bachelor housing, and utilities) to a C-2 facility readiness level, while all other fa-
cilities (e.g., supply, administrative, etc.) are funded to C-3 readiness. Unless addi-
tional Real Property Maintenance funds are found, even these mission critical facili-
ties will be funded to a C-3 readiness condition this year.

The across-the-board reduction to the Family Housing Operation and Mainte-
nance account was also applied to maintenance and repair.

FAMILY HOUSING

The family housing triad

Our family housing strategy consists of a triad:

—access to housing in communities surrounding our bases;

—use of traditional military construction and leasing funds to improve or acquire

housing either on base or in the community; and

—developing public/private ventures to leverage private sector capital to provide

housing that is available on a priority basis to our members.

We traditionally rely first on the private sector to provide housing for our Sailors,
Marines and their families. Our bases have housing referral offices to help newly
arriving families find suitable homes in the community. They are aggressively pur-
suing rental agreements with private sector property owners to house Navy and Ma-
rine Corps families. In fiscal year 1999, about 74 percent of Navy families and 65
percent of Marine Corps families worldwide lived in a home they owned or rented
in the community. The substantial pay raise enacted last year, combined with the
proposed 3.7 percent pay raise and BAH increases included in the fiscal year 2001
budget, will certainly make housing more affordable for our members assigned at
U.S. locations.

Fix what we own

Even with full implementation of BAH, there will remain many locations where
there are not enough suitable2 homes in the community for our members. In such
locations, we have used family housing funds to build or acquire additional homes.
At the end of fiscal year 1999, the Navy had an inventory of 60,515 homes world-
wide and the Marine Corps had 22,780 homes. We also lease homes both here in
the United States and abroad. At the end of fiscal year 1999, the Navy had about
5,200 and the Marine Corps had 1,000 leased homes.

Our core family housing philosophy remains to first fix what we own. The Navy’s
Neighborhoods of Excellence, and the Marine Corps Family Housing Campaign
Plan, embody the Department’s efforts to revitalize major home components for an
entire neighborhood, rather than piecemeal improvements on individual homes. We
use family housing new construction funds when an economic analysis indicates
that replacement construction is the more viable alternative. Our fiscal year 2001
program provides for the construction of 861 homes, a 22-percent increase over the
enacted fiscal year 2000 level. This funding level demonstrates that we will continue

1A C rating refers to the facility condition criteria used as part of the overall readiness rating.
It is based on subjective and objective criteria unique to that type of facility (e.g., criteria for
air operations includes a pavement condition index, while port operations include dredge depth
vs. design depth at berth). Generally, C-2 means operations are impacted 5-10 percent of the
time. C—3 means operations are impacted 10-20 percent of the time.

2 Suitability is based on the following DOD criteria: location (within one hour commute); cost
(rent, utilities, etc. meets DOD criteria); size (minimum square footage and number of bed-
rooms); condition (unit is well maintained and structurally sound). All owner occupied housing
is deemed suitable.
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to use housing new construction funds as a tool to revitalize our inventory of govern-
ment owned homes.

[Dollars in millions)

Number of

Location Homes Cost
NAS Lemoore, CA 160 $27.8
CNB Pearl Harbor, HI (Hale Moku) . 98 22.2
CNB Pearl Harbor, HI (Pearl City) 62 14.2
CNB Pearl Harbor, HI (Radford Terrace) 112 23.7

NAS Brunswick, ME® .......coovevvee. . 168 18.7

NAS Whidbey Island, WA 2 98 16.9
SUBLOtAl NAVY oot eesnseenes 698 123.5
MCAGCC Twentynine Palms, CA 79 139
MCB Kaneohe Bay, HI 84 219
Subtotal Maring COrps .....c.veeveieieeeeiecieeieeseees et 163 35.8
TOMAI oottt 861 159.3

Lincludes 16 new homes and 152 replacement homes.
2|ncludes 2 new homes and 96 replacement homes.

Using traditional family housing funds, our fiscal year 2001 improvement pro-
gram renovates 1,781 Navy homes at 12 locations inside and two locations outside
the United States at a cost of $155 million. It also renovates 511 Marine Corps
homes at 2 locations inside and 1 outside the United States at a cost of $28 million.

Examples of housing improvement projects include:

—$18.7 million for 184 enlisted homes at Naval Sub Base, New London, CT. This
project will replace kitchens and baths; upgrade electrical and plumbing sys-
tems; abate lead and asbestos; install new vinyl siding; replace roofs, doors, and
windows; replace the heating system; provide neighborhood repairs.

—$25.0 million for 332 enlisted and officer homes at Marine Corps Base, Camp
Pendleton, CA. This project will upgrade fixtures and electrical, plumbing and
mechanical systems; perform structural, architectural and site improvements;
allow interior and exterior repairs; install fire suppression systems; and put in
new landscaping.

Public/ Private ventures

As the members of this Committee recognize, the pace of new and replacement
construction and improvements would not let us eliminate the backlog of repairs
and shortage of homes. We worked closely with the Congress to establish ground
breaking new authorities in fiscal year 1995 and fiscal year 1996 to use public/pri-
vate ventures (PPV) as a housing tool. Under a 5-year pilot program that expires
next year, we can provide cash, direct loans and loan guarantees, and differential
lease payments (DLP). We can also convey land or lease land, housing and facilities
to a developer in exchange for renovation or construction of homes for our military
members and their families.

As the Secretary of Defense announced a few years ago, our objective was to use
these tools to solve a 30-year housing problem in 10 years. Using a mix of family
housing construction, improvement funds and public/private ventures, both the
Navy and the Marine Corps remain on track to meet the Defense Planning Guid-
ance goal to eliminate the repair/improvement backlog by fiscal year 2010.

Pilot Project PPVs

These powerful new tools provide exciting new opportunities, and prompted a
mountain of dialogue on how best to apply them. All of us—the Congress, the De-
partment of the Navy, and private developers—share the same goal: to provide ap-
propriate, affordable housing for all Navy and Marine Corps members and their
families and to operate and maintain it in the most cost-effective and efficient man-
ner.

We have worked extremely hard to build consensus across many constituencies
within the Navy and the Marine Corps—from the Sailor or Marine on the deckplate
to the senior leadership at Fleet headquarters and at the Pentagon; to developers;
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and to the members of the Authorization and Appropriation Committees who must
review and endorse a PPV project before we can award it. All of us want to do the
right thing with these new tools.

There are many paths to success. Last year, we used the fiscal year 1996 authori-
ties to institute differential lease payments (DLPs) in our existing projects in Texas
and Washington State to “buy down” rents so that member’s BAH can fully cover
their rents and average utilities. The first monthly payments were made to the PPV
partnership (not the member) in October 1999, amounting to about $200 per month
for an E-5. With the new BAH initiative, we expect that the DLP payments for
these units will be reduced. We are pleased with the performance of these early
projects.

We are proceeding with a pilot project approach for five Navy and four Marine
Corps projects, seven of which are in various stages in the acquisition process. These
projects provide a mix of backlog reduction and deficit reduction:

—Four projects (Everett 2, Kingsville 2, Albany, Camp Pendleton) are in exclusive

negotiations with a single entity;

—Three projects (San Diego, South Texas, New Orleans) are in, or about to enter,
the technical proposal/evaluation phase;

—Two projects are in internal review. Congressional notification was given in
June to issue a solicitation at both Stewart Army SubPost in Newburgh, NY
and Chicopee, MA. We are planning to re-notify the Committees of our plan to
move forward with the Stewart project, but defer Chicopee pending a Marine
Corps review of requirements. We also expect to provide notification of our in-
tent to issue a solicitation for a Beaufort/Parris Island project in the near fu-
ture.

We are continuing to look at other opportunities to either reduce the shortage of
family housing or revitalize our existing inventory through the use of the privatiza-
tion authorities. We will continue to propose additional locations that we determine
to be feasible privatization candidates.

I believe we are on the cusp of providing the required notification to the Congress
of our intent to award contracts for most of these projects this year. I am optimistic
that our first notification may occur this spring for Kingsville 2. We have the nec-
essary funds from prior year appropriations to proceed with these projects. The
Navy and the Marine Corps are retaining $89 million/$39 million respectively to
fund these pilot projects. We have released all other prior year family housing con-
struction and improvement funds. All of the previously held projects are scheduled
for award before the end of this fiscal year.

New BAH rate impact on housing

The Secretary of Defense’s BAH initiative represents a major turning point in our
efforts to improve living conditions for our single and married Sailors, Marines, and
their families. It will directly affect almost three-quarters of Navy and Marine Corps
families and approximately 27 percent of our single Sailors and Marines who live
in private sector housing.

In the short-term, the BAH increase will influence the dynamics of rental income
streams for PPV projects, while also making private sector housing more affordable.
We have initiated studies to help us analyze the long-term impacts of this initiative
on the supply and demand for military housing. Our first opportunity to address
possible impacts will be when we provide the Family Housing Master Plans due to
the Congress in July. These master plans will provide a base-by-base identification
of how we will meet the goal to eliminate our inadequate family housing units by
fiscal year 2010. A note of caution: we may be able to model outcomes based on as-
sumptions about supply and demand, but the real effects will have to await how
individual and market forces react. Our ultimate objective is to strike the appro-
priate balance between reliance on the private sector and, where necessary, the pro-
vision of government quarters.

Legislation to extend the fiscal year 1996 PPV authorities

The existing PPV authorities implemented in the Fiscal Year 1996 Defense Au-
thorization Act (Public Law 104-106) expire in February 2001. The Department of
Defense is submitting legislation to extend these authorities for another five years.
I ask your support for this extension. We will need PPVs in our toolbox to accom-
plish the DOD goal to eliminate the backlog of inadequate homes by fiscal year
2010. We continue the staff work necessary to develop PPV family and bachelor
housing projects for the future.
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MILITARY CONSTRUCTION

Our military construction program continues our approach of budgeting for those
projects that meet the highest priority of readiness and quality of life needs of the
Fleet and Fleet Marine Force, and their Reserve Components. The Navy convenes
a Shore Facilities Programming Board and the Marine Corps convenes a MILCON
Program Evaluation Group each year to consider, evaluate, and prioritize military
construction projects. Projects are selected based on a number of different criteria,
including fleet priorities and the most critical readiness, quality of life, and compli-
ance needs.

Military Construction policy, like Family Housing, focuses on first fixing what we
own. To this end, 59 percent of the active and reserve military construction program
for the Navy and 75 percent for the Marine Corps is dedicated to replacement and
modernization projects.

Phased funded projects

I should point out that four projects in our fiscal year 2001 program have a total
cost above $50 million, and under existing Department of Defense criteria, are
phased funded over two or more years. We ask for full authorization for each project
in the first year, and request in appropriations language to fund fiscal year 2001
and subsequent increments needed to completed these projects. We commonly resort
to phase funding pier replacement projects because they are very expensive, and re-
quire a lengthy construction period. Many of our piers and wharves were built in
the 1940s, and cannot support the deep draft, power intensive ships in the Fleet
today. We must rebuild them to meet the needs of today and tomorrow. The fiscal
year 2001 program includes:

—$12.8 million to complete the second increment of a berthing wharf at Naval
Air Station North Island, San Diego, CA. Phase one was funded in the fiscal
year 2000 budget;

—$35.7 million for the first of two increments for a $53.2 million repair pier at
Naval Station San Diego, CA;

—$38 million for the first of two increments for a $62.5 million pier replacement
at Naval Ship Yard Bremerton, Puget Sound, WA;

—$35.6 million for the second of three increments of a $86 million CINCPAC
headquarters at Camp HM Smith, HI. Phase one was funded in the fiscal year
2000 budget.

Operational and training facilities

Our construction program funds 263 operational facilities totaling $268 million.
Examples include:

—Taxiway extension and lights at Naval Air Station Norfolk, VA.—This $6.4 mil-
lion project provides a full-length taxiway so that large, ordnance laden aircraft
no longer have to taxi past an air passenger terminal, and updates approach
landing lights to meet Federal Aviation Administration criteria.

—Combat Aircraft Loading Apron at Marine Corps Air Station Yuma, AZ.—This
$8.2 million project provides an efficient, safe, and properly sized aircraft ord-
nance loading/unloading area, resolving a flight safety operations waiver.

There are also seven training projects totaling $67 million. Examples include:

—Physical Training Facility at Naval Training Center, Great Lakes, IL.—This
$35.0 million project will provide an indoor track, fitness, aerobics and free
weight areas, replacing several buildings constructed in the early 1940s that
have serious structural flaws.

—Urban Assault Course at Marine Corps Air-Ground Combat Center, Twentynine
Palms, CA.—This $2.1 million project will construct a live fire range with sim-
ulation capability to support urban assault training now being conducted with
blank ammunition.

Maintenance, storage, and compliance facilities
1T({lere are 16 maintenance and storage projects totaling $99 million. Examples in-
clude:

—Aircraft Maintenance Hangar at Naval Station, Norfolk VA.—This $13.3 million
project is the third of five projects planned to replace nine old WW II mainte-
nance hangars designed for aircraft no longer used by the Navy.

—Operations | Maintenance / Storage Facility at Camp Lejeune, NC.—This $14.0
million project replaces five buildings constructed in the late 1940’s that have
inadequate space, insufficient electrical power, and is without climate control or
indoor plumbing.

3Includes the phased funded projects.
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There is one environmental compliance project and two safety projects which to-

gether total $19 million. One example is:

—Chemical Metallurgical Laboratory at Naval Shipyard Bremerton, WA.—This
$9.4 million project consolidates functions now performed in two trailers and
four buildings constructed more than 60 years ago. These buildings compromise
laboratory testing functions, have numerous safety violations, and resulted in
the laboratory operations to not be reaccredited by the American Industrial Hy-
giene Association.

Quality of life

There are important quality of life projects included in our fiscal year 2001 budg-
et. The single largest effort is for the construction and modernization of Bachelor
Enlisted Quarters (BEQs).

The DOD adopted a 1+ 1 construction standard in 1995 for permanent party per-
sonnel. This configuration consists of two individual living and sleeping rooms with
closets, and a shared bath and service area. The Marine Corps has been granted
a permanent waiver to use an alternate 2+0 configuration for junior enlisted, i.e.,
two persons per room with a shared bath. This allows the Marine Corps to foster
team building and build unit cohesion. The 1+ 1 standard does not apply to recruits,
students, and transients. Overseas locations may also have unique considerations.

The Navy has seven BQ projects totaling $205 million.

—Four projects are being built to the 2+ 0 configuration for permanent party en-
listed personnel. They provide a total of 912 bed spaces4. These projects are lo-
cated at Naval Air Station Lemoore, CA; Naval Support Activity Naples, Italy;
Naval Station Pearl Harbor, HI; and at an undisclosed location.

—One project at Norfolk Naval Shipyard is being built to the 2+0 configuration
for transients. It provides 400 bed spaces.

—Two open bay projects at Naval Recruit Training Center Great Lakes, IL that
will provide 2,112 bed spaces for recruits.

The Marine Corps has three BQ projects totaling $50 million: Washington Marine
Barracks, Washington, D.C.; Marine Corps Base Kaneohe Bay, HI; Marine Corps
Base Camp Lejeune, NC. All three Marine Corps projects are being built to the 2+ 0
standard. They provide a total of 1,032 bed spaces for junior enlisted personnel.

There are also five other quality of life projects totaling $51 million in the fiscal
year 2001 program. Examples include:

—Navy Museum Annex at the Washington Navy Yard, Washington DC.—The
Navy museum now only has sufficient space to display U.S. Naval artifacts from
Revolutionary times through WW II. This $2.4 million project will provide per-
manent exhibit space to safely display and preserve Cold War, Korean War, and
Vietnam artifacts. This is the official museum of the Navy Service, with over
400,000 visitors per year.

—Child Development Center, Marine Corps Base Camp Lejeune, NC.—This $4.4
finillion project will provide affordable on-base child care facilities for 305 chil-

ren.

Navy homeport ashore program

In our continued commitment to improve the quality of life of our Sailors, the
Navy is addressing one of its most pressing challenges—the 25,000 E-1 through E—
4 enlisted unaccompanied Sailors who now live aboard ship when in homeport5.
Studies, surveys, and my own personal observation have shown that these young
Sailors have the worst accommodations in the Department of Defense. When de-
ployed, these Sailors have no choice but to endure sleeping in bunk beds in cramped
spaces with dozens of their shipmates, with little more than a small locker to store
their personal belongings. When the ship returns to homeport, these Sailors must
continue to live aboard ship. In contrast, unaccompanied E-1 through E—4s assigned
to aviation squadrons or submarines live aboard ship when deployed, but merit BEQ
spaces when the ship is in homeport. A 1999 Navy Quality of Life Domain Study
concluded that shipboard life and standards of living are major dissatisfiers for tar-
get retention groups.

The Secretary of the Navy and the Chief of Naval Operations have committed to
developing a Homeport Ashore program that will provide these Sailors accommoda-
tions, either in a BEQ or in the community, when their assigned ship is in home-
port. We have a pilot project underway at Naval Base Pearl Harbor, HI, where a
unique combination of recent fleet reductions, a large initial inventory of BEQ

4Bed spaces reflects maximum capacity for E1—E4 personnel.
5 Another 15,000 shipboard E-1 through E—4 personnel are deployed with their ships at any
given time.
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spaces, and a desire of more senior enlisted to live in the community, has made
BEQ spaces available. So far about 900 shipboard E-1 through E—4 at Pearl Harbor
have “moved ashore” into BEQ spaces, with plans to house the rest ashore by this
summer. Initial results are extremely positive.

The Navy remains committed to providing housing that meets the “1+1” barracks
construction standards. As an interim step to kick start the Homeport Ashore effort,
my office granted a waiver to use the “2+0” configuration to construct the fiscal
year 2001 Navy BQ projects. Because “2+0” spaces cost about one third less than
“1+1,” we were able to provide spaces for more than 400 single Sailors than we
would have been able to do under the “1+1” standard. These “2+0” spaces would
be converted in the future to equivalent “1+1” spaces through assignment policy.

While I am pleased to announce this broad commitment, there are key aspects
that must still be resolved. I will keep the Committee informed on our progress with
this important quality of life initiative:

—Legislation is needed to pay BAH to E-4s assigned to large ships if adequate

quarters ashore are not available.

—An implementation plan is being developed to address timing, phasing, and

funding approaches. This plan is to be completed by this summer.

BASE REALIGNMENT AND CLOSURE

Realignment and closure status
We are implementing four rounds of base realignment and closure (BRAC), 1988
under Public Law 100-526 and 1991, 1993, and 1995 under Public Law 101-510.
As a result of these decisions, we are implementing a total of 178 actions consisting
of 46 major closures, 89 minor closures, and 43 realignments.
We will complete the actual closure and realignment of the bases by the statutory
deadline of July, 2001—97 percent are already completed. Only two remain:
—Naval Management Systems Support Office Chesapeake, VA will close in March
2001;
—Naval Sea Systems Command, Arlington, VA will realign to the Washington
Navy Yard in July 2001.

BRAC costs and savings

We have closed or realigned bases to make the Navy’s shore infrastructure more
proportional to its force structure and to provide resources to recapitalize our weap-
ons systems and platforms. We are reaping the financial rewards of our past invest-
ments: as of the end of fiscal year 1999, we had spent $9.1 billion on all four BRAC
rounds to construct new or adapt existing facilities, move personnel, equipment,
ships and aircraft to their new homeports, and clean up contamination. We will
have saved $10.5 billion from no longer having to operate, maintain, and staff these
bases. The result is a net savings of $1.4 billion. And by the end of fiscal year 2001,
when all four rounds will be completed, we project that the DON will have achieved
net savings of $5.8 billion. Beginning in fiscal year 2002, we will save an additional
$2.6 billion each year. These net savings estimates have been validated by several
independent sources.

Environmental cleanup

Our main focus is now on finishing environmental cleanup and completing prop-
erty disposal. This is no easy task. We have already spent more than $1 billion
through fiscal year 1999 on environmental work at our BRAC bases for environ-
mental baseline studies to identify potential contaminated sites and assess the na-
ture and extent of contamination prior to doing the cleanup, removing underground
storage tanks, and closing hazardous material storage facilities.

Each base has established a BRAC cleanup team composed of remedial managers
from the Navy, the State, and the Environmental Protection Agency to review,
prioritize, and expedite the necessary cleanup consistent with reuse plans. We rec-
ognize the dynamics of reuse and stand prepared to phase our cleanup plans as
needed to support a community’s redevelopment needs.

One measure of our progress in cleanup of contaminated property is the number
of acres that have become suitable for transfer under the Comprehensive Environ-
mental Response, Compensation and Liability Act (CERCLA) and the Community
Environmental Response Facilitation Act (CERFA). Four years ago, 65 percent of all
BRAC acres were environmentally suitable for transfer, compared to 89 percent as
of the end of fiscal year 1999. Four years ago, 28 percent of BRAC property had
not been completely evaluated, compared to only 5 percent as of the end of fiscal
year 1999.

There are about 1,000 contaminated sites at 53 BRAC installations. A contami-
nated site crosses the “cleanup finish line” when it achieves Remedy-in-Place/Re-
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sponse Complete (RIP/RC) and the environmental regulator subsequently concurs.
As of the end of fiscal year 1999, we had achieved RIP/RC status at 56 percent of
all BRAC sites. By the end of fiscal year 2001, when BRAC ends, we expect to have
completed cleanup at 88 percent of all BRAC sites. Cleanup at the remaining sites
will extend through fiscal year 2010.

We are using promising cleanup technologies and as studies reach completion, are
finding that for a number of sites, monitored natural processes will control and
eliminate the contaminants. We continue to work with regulators and communities
to tie cleanup standards to realistic reuse needs. We use a BRAC Cost-to-Complete
(CTC) index as a measure of our efforts to reduce cleanup costs. At the beginning
of fiscal year 1996, our BRAC CTC estimate was $2.8 billion. At the end of fiscal
year 1999, it was $1.2 billion. The CTC reduction of $1.6 billion is the result of exe-
cution of $1.12 billion in appropriated funds and $480 million in cost avoidance,
such as changes in risk based approaches to cleanup, new information on the nature
and extent of contamination, and use of new technologies for study or cleanup.

Section 334 early transfer

Section 334 of the Fiscal Year 1997 Defense Authorization Act established a
framework for the DOD to initiate an early transfer of contaminated property to the
community. This authority allows DOD to defer the CERCLA requirement that all
remediation actions have been taken before the date of property transfer.

Section 334 requires that we first meet a number of conditions. We must obtain
concurrence from the governor of the State where the property is located. If the
property is listed on the National Priorities List, the Administrator of the U. S. En-
vironmental Protection Agency must also concur with the early transfer. Further-
more, we must determine that the property is suitable for transfer for the use in-
tended by the transferee. We may place restrictions in the deed limiting the use of
the property, if necessary, to protect human health and the environment. This au-
thority does not relieve us from full compliance with CERCLA.

I am pleased to report that we completed two early transfers of BRAC property
under this authority last year:

—The former Fleet Industrial and Supply Center Oakland, CA was conveyed to
the Port of Oakland in June 1999. The conveyance involved the entire main site
comprising 528 acres, including submerged land. This transfer is unique in that
Navy contracted with the Port of Oakland to do the cleanup. The Port was able
to receive title to the property four years earlier than planned, allowing it to
integrate clean up with its commercial development. This opportunity for the
Port to begin construction early saved both the Navy and the Port millions of
dollars, and greatly enhanced the Port’s economic development. The Port as-
sumed responsibility for the entire cleanup and long-term monitoring, buying
insurance to cap its environmental cleanup costs. The Navy remains responsible
undgr CERCLA only for “catastrophic” unforeseen cleanup, if any are encoun-
tered.

—The former Naval Air Station Memphis, TN was conveyed to the Millington Mu-
nicipal Airport Authority in December 1999. This conveyance, which involves
142 acres to be used for airfield operations at the municipal airport, occurred
three years earlier than initially envisioned. The site contains residual tri-
chloroethylene groundwater contamination from solvents used in past Navy air-
craft operations. The Navy continues to conduct the cleanup.

Nearly a dozen other early transfer candidates are being evaluated, including por-
tions of Naval Station Barber’s Point, HI; Naval Air Station, Guam; and Naval Ship-
yard Mare Island, CA. At these sites and others, the necessary documents (e.g.,
Finding of Suitability for Early Transfer; National Environmental Policy Act Record
of Decision) are complete or nearly complete. Local Redevelopment Authorities and
environmental regulators are fully engaged in the process. I am optimistic we will
accomplish several more early transfers this year.

Advance appropriation aftermath

I have already explained that the apparent increase in fiscal year 2001 BRAC
funds is due to the Department of Defense shifting half of the planned fiscal year
2000 BRAC funds to fiscal year 2001 prior to submission of the fiscal year 2000
budget. We have kept that increment of fiscal year 2000 funds in the fiscal year
2001 column of this budget, and view it as critical to completing cleanups in support
of community reuse efforts.

We are dealing as best as we can with the $197 million available in fiscal year
2000, which, after other congressional reductions, is less than half of what we had
planned for execution. We notified regulators and local redevelopment authorities of
the funding situation, and are working with them to make the best allocation of
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available resources. We are seeking to recoup prior year unobligated or unexpended
funds in all BRAC accounts and realign them to pressing BRAC environmental fis-
cal year 2000 needs. This is a painstaking process of reviewing and tracking ac-
counting records for individual projects through different accounting systems. We
have recovered and reapplied $21 million to date, but I am not optimistic there is
much more to be had. We are also re-phasing our contract work orders into smaller,
but more numerous task orders. This action will increase work that we can get un-
derway, but also raises administrative costs for both the Navy and the contractor.

Despite these actions, we are already experiencing cleanup delays at some of our
bases. Loss of the fiscal year 2001 funds will slow cleanups, requiring us to stretch
out property disposal plans and schedules, and limit promising opportunities for
early property transfers. The greatest burden, however, will be on the BRAC com-
munities’ redevelopment plans and time frames. They have made tremendous
strides to prepare mature and realistic redevelopment plans that will be seriously
undermined by cleanup and disposal delays.

Property reuse

The National Environmental Policy Act (NEPA) of 1969 requires that we consider
the potential environmental impacts of disposal and reuse of base closure property
before we convey property. We evaluate issues involving historic preservation, air
quality, noise, traffic, natural habitat, and endangered species. The NEPA process
concludes with the issuance of a Record of Decision (ROD). All disposal RODs
should be completed this calendar year except for one (Naval Activities, Guam)
which is scheduled for September 2001.

As the Local Redevelopment Authorities develop and refine their reuse plans, we
strive to support immediate reuse opportunities through Interim Leases and Leases
in Furtherance of Conveyance. We must first prepare a Finding of Suitability to
Lease (FOSL) document. At the end of fiscal year 1999, we had approximately 125
FOSLs in place.

At the end of fiscal year 1999, we had 121 interim leases in place between the
Navy and LRAs, plus 4 Leases in Furtherance of Conveyance. Leased property is
being used for a variety of purposes: port usage, movie production, steel fabrication,
general manufacturing and repair, education, housing, child care, shipbreaking, and
police facilities. These leases have created several thousand jobs to help commu-
nities recover from the loss of the Navy and the Marine Corps presence. The leases
include protection and property maintenance clauses and generate significant rev-
enue for the LRAs.

Property disposal

While leases are desirable, they are only an interim step to the ultimate BRAC
goal of property disposal. The DON must dispose of 434 parcels of land covering 166
thousand acres at 91 BRAC bases. Each BRAC base has a disposal strategy tailored
for that base that incorporates LRA reuse plans with environmental cleanup time-
tables, NEPA documentation, conveyance plans and schedules.

Like the FOSL, a Finding of Suitability to Transfer (FOST) is needed before we
actually convey property. Here again, we are making good progress.

As of the end of fiscal year 1999, we had completed 146 FOSTs covering nearly
20,000 acres.

Through the end of fiscal year 1999, we had conveyed through economic develop-
ment conveyances, negotiated sales, public sales, or Public Benefit Transfer over
1,850 acres.

After a base closes, disposal of the base closure property presents the most com-
plex challenge. Section 2821 of the National Defense Authorization Act for Fiscal
Year 2000 (Public Law 106-65), amended the Department of Defense’s Economic
Development Conveyance (EDC) authority to give us the authority to transfer prop-
erty to local redevelopment authorities for no consideration for job creation pur-
poses. Section 2821 also provides authority to modify previously approved EDC
agreements if a change in economic circumstances necessitates such a modification.
Although we expect many of the LRAs to apply for a “no cost” EDC of our remaining
bases, this will only expedite disposal of base closure property to a certain extent.
LRAs must still satisfy certain regulatory criteria to acquire property by way of an
EDC, and the real key to disposal of BRAC property is environmental remediation
of the property.

INFRASTRUCTURE EFFICIENCY EFFORTS

Need for two more rounds of BRAC

I have discussed our investment plans to improve our existing infrastructure.
However, we still have significantly more infrastructure remaining after four BRAC
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rounds than needed to support the conceivable force structure of the future. The
Quadrennial Defense Review, Defense Reform Initiative, the National Defense
Panel, and an April 1998 DOD Report to Congress all concluded that more rounds
of BRAC are required to further shrink the military infrastructure. Our estimates
show that DON infrastructure has only decreased 17 percent since the first round
of BRAC, compared to a 40 percent reduction in ships and a 30 percent reduction
in Sailors.
I again ask your support for two more BRAC rounds.

Re-inventing shore infrastructure

As we ask for two more rounds of BRAC, we have not been sitting idle. Under
the leadership of the Secretary of Defense, the Secretary of the Navy, the Chief of
Naval Operations and the Commandant of the Marine Corps, we have a multitude
of initiatives well underway to make our infrastructure more effective and less cost-
ly.
We have charted an ambitious course. Many of these initiatives require us to in-
vest money, sometimes significant sums of money up front to do the necessary anal-
yses. We are carefully evaluating proposals, and where the potential payback ap-
pears convincing, we are putting money in the budget to pursue the most promising
initiatives. A group of senior flag officers and senior executives representing the
Fleet, System Commands, and headquarters elements of the Navy, Marine Corps,
and Secretariat meet periodically to review and coordinate initiatives.

Here are some examples:

Strategic Sourcing.—Our outsourcing efforts have evolved to one based on Stra-
tegic Sourcing. In short, we consider eliminating, consolidating, restructuring, or re-
engineering our activities and process before we make a sourcing decision (i.e., re-
tain in-house or contract out) via the traditional Office of Management and Budget
Circular A-76 procedure. After submission of the fiscal year 2000 President’s Budg-
et, the Department of the Navy refined its objectives and identified in excess of
90,000 civilian and military positions to be reviewed as part of Strategic Sourcing.
We hope to achieve annual net savings of $1.7 billion by fiscal year 2005. One good
example is in the area of child care, where laws and regulations require higher pro-
fessional development standards than are often competitively available. Over 50
percent of our child development program employees are military spouses who form
a well trained, transferable pool of invested talent. We are using the wealth of data
previously accumulated to best re-engineer our child care centers in efforts to meet
the DOD child care goals and still reduce cost.

Demolition.—The demolition program eliminates aging, unneeded and often un-
sightly facilities and their associated operating and maintenance costs. The Navy
plans to demolish over 9.9 million square feet by fiscal year 2002, and the Marine
Corps 2.2 million square feet by fiscal year 2000. Both the Navy and the Marine
Corps have centrally managed demolition programs with funds included in Real
Property Maintenance Operations and Maintenance accounts. Through the end of
fiscal year 1999, the Navy has invested about $57 million and the Marine Corps
$10.8 million to demolish 4.6 million and 1.5 million square feet of space respec-
tively. The Navy added an additional $9 million for demolition in the budget, for
a total of $39 million in fiscal year 2001. The Marine Corps has budgeted $5 million
in fiscal year 2001 to continue its demolition efforts. One good example is the demo-
lition last year of an old, vacant reserve center in Youngstown, OH. The center was
in a residential neighborhood across the street from a high school. It was a public
eyesore, a security/problem, and a safety hazard for the community. After demoli-
tion, the real estate was returned to the City.

Privatization of Utilities.—Defense Reform Initiative Directive 49 directed the
Services to privatize all their natural gas, water, wastewater and electrical systems
except where uneconomical or where the systems are needed for unique security
reasons. This is expected to reduce costs while providing quality utility services. The
Department of the Navy has a total of 998 systems at 122 activities worldwide.
There are three key Department of Defense milestones: a determination by 30 Sep-
tember 2000 of which utility systems to try to privatize; issue all Requests for Pro-
posals by 30 September 2001; and award all contracts by 30 September 2003. We
are making good progress on this effort. The first to be privatized was Refuse De-
rived Fuel Power Plant at Naval Shipyard Norfolk, VA in July 1999.

Claimant Consolidation / Regionalization of Base Operating Support (BOS).—Ef-
fective 1 October 1998, the Navy consolidated 18 major commands with BOS respon-
sibilities to 8. Regional BOS Commands have been established and BOS delivery
services have been standardized. Regional planning is underway, better accounting
systems are being evaluated, and better business process metrics are being devel-
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oped. This initiative will have a powerful synergistic effect with our Strategic
Sourcing efforts.

Energy Efficiency.—Executive Order 13123 requires federal agencies to reduce en-
ergy consumption 30 percent by fiscal year 2005 and 35 percent by fiscal year 2010,
using fiscal year 1985 as the baseline. To meet the fiscal year 2005 goal, we must
cut consumption at a rate of 1.5 percent per year, and then at a rate of 1 percent
per year from fiscal year 2006 through fiscal year 2010. I am pleased to say that
we have met and exceeded that benchmark with a cumulative reduction of 22 per-
cent through fiscal year 1999. We are using a variety of efficiency technologies and
energy awareness programs, combined with internal and third party financing avail-
able through Demand-side Management and Energy Savings Performance Contracts
to reduce energy consumption to meet these goals.

Smart Base.—Smart Base brings off-the-shelf modern technology and business
practices to Navy needs. One example is the PortMaster automated port operations
management system. It provides a tool for the regional commander to manage all
port operations while improving services and scheduling, yet lowers manpower
needs. This system has been deployed through the mid-Atlantic region and is being
expanded to airfield operations.

Smart Work.—Like Smart Base, this initiative substitutes capital for labor with
the goal of reserving Sailor and Marine time for high value-added work and combat
training. Off the shelf tools can ensure safe, healthy, and efficient working condi-
tions. One example is construction of a sewage line to connect ships in port at
Gaeta, Italy to the municipal sewage system, replacing the use of contract barges,
with a return on investment in less than one year.

CONCLUSION

In conclusion, I believe the DON infrastructure program is in a strong position
as we begin the new millennium. Our infrastructure budget request for fiscal year
2001 is the best it has been during my tenure. We have robust military construction
and family housing construction programs that are focused on fixing what we own.
I believe that we will soon be bringing notification to this Committee and the other
Military Construction Committee of our intent to award PPV contracts. We have
embarked on a new quality of life initiative aimed at improving the living conditions
of junior enlisted Sailors assigned to ships. We have preserved the increment of fis-
cal year 2000 BRAC environmental funds that shifted to fiscal year 2001 during last
year’s proposed use of Advanced Appropriations to accomplish time critical cleanups
to support community reuse and redevelopment of closed BRAC bases. We are pro-
ceeding with numerous promising initiatives to make our infrastructure more re-
sponsive and less costly.

That concludes my statement. I appreciate the support that this Committee and
its Staff has given us in the past, and I look forward to continued close cooperation
through the remainder of the Administration.

CONTINGENCY

Senator BURNS. Thank you, Mr. Secretary. Let us maybe look
into a little further, with the loss of the contingency funds, we real-
ize those contingency funds are used in some areas. The loss of—
the reduction could change the overall scope of things because we
have always used those contingency funds in some areas where we
incurred overruns. How would you deal with that? Have you given
that any thought, as we know there is less dollars there now?

Mr. PiriE. While the horseback answer is that when we run into
unforeseen contingencies—and all of them are unforeseen—we will
be faced with a choice of either downscoping the project or reducing
the quality of the construction or coming back to you for a re-
programming, and a large outburst of reprogramming actions will
clog up the works between here and the other side of the river, it
seems to me, and that is not a particularly desirable situation. Ad-
miral Smith will actually have to deal with this problem on the
ground. Perhaps he can add to that.

Admiral SMITH. Thank you, sir. Mr. Chairman, as the execution
agent, as the head of Naval Facilities Engineering Command
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(NAVFAC) for the military construction program, the subject con-
cerns me and my staff worldwide very greatly. I spent a lot of time
looking at the construction industry, and I would tell you that in-
dustry standard cost growth on new construction runs somewhere
between 12 and 15 percent, depending on where in the United
States you are.

Historically both the Corps of Engineers and those of us in the
Navy at NAVFAC have run between 8 and 9 percent cost growth.
We are trying new and innovative contracting strategies such as
design build that can bring cost growth down to 4 to 5 percent. The
problem is virtually no one can run a new construction project with
zero percent cost growth.

Senator BURNS. Tell me, will the loss of these funds slow up exe-
cution?

Admiral SMmiTH. Ultimately, sir, I would expect that will happen,
and I say that because as Secretary Pirie said, we do not want to
compromise scope, we do not want to compromise quality, which
will lead us ultimately to reprogrammings. We have been very for-
tunate almost over the last decade in getting good bids from the
construction industry, but, of course, construction, like the rest of
the economy, is booming right now, and I do not think we can rely
on just getting good bids to save us for the foreseeable future.

Senator BURNS. Last year you informed us on the committee the
Navy spent approximately 1.7 to 1.8 percent of its plant replace-
ment value per year on facility maintenance. We had quite an ex-
perience of upgrades in I think the last 2 years. Has that number
changgd? Will you still operate in that particular 1.7-1.8 percent
range?

Mr. PIRIE. I think that is about the value. Our real property
maintenance budget for fiscal year 2001 is, in fact, an increase over
prior years, and I think it is headed—we are headed towards 2 per-
cent.

VIEQUES

Senator BURNS. Tell me about the situation in Puerto Rico, the
current situation there with respect to the island and the an-
nouncement that was made yesterday.

Mr. PIrIE. The announcement made yesterday has to do with the
conveyance of 110 acres to the Federal Aviation Administration
(FAA) to be later conveyed to the Puerto Rican airport facility, and
it has to do with airport expansion. It was an action that was in
the works, has been in the works for several years, and was ready
to go before the unfortunate incidents of the last year. But it was
put on hold until the resolution of the Vieques controversy could
be reached. So it really—while we think it is an expression of good-
will to turn this over and expand the Vieques airport, it really was
an action that was already in train.

Senator BURNS. Now, also in conjunction with that, I understand
we have got to come up with $40 million in economic development
funding, and that is dependent on the resumption of training. Now,
I understand—I just asked Sid here where that $40 million was
coming from, and I guess that is going to come out of supplemental,
but it is going to come out of other places than military construc-
tion, which I was worried about that, coming in this morning.
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Mr. PIRIE. As I understand it, it is not going to come out of the
gegense budget at all but will be in the Department of Commerce

udget.

Senator BURNS. Tell me, the directive allows no more than 90
days of annual training down there. Is 90 days enough?

Mr. PIrIE. I am not the expert in this area. I know that the Com-
mandant and the Chief of Naval Operations were in these negotia-
tions hard and fast every minute. I think it is a judgment, it is fair
to say, that has been made by them. I would defer to my military
colleagues.

Senator BURNS. Admiral, would you like to comment? Does any-
body want to comment on that?

Admiral SMITH. No, sir. Again, as the civil engineer, I know the
Chief of Naval Operations was personally involved in those nego-
tiations.

Mr. PirIE. And the Commandant of the Marine Corps as well.

General MASHBURN. The Commandant was deeply involved.

Senator BURNS. Senator Murray.

Senator MURRAY. Thank you, Mr. Chairman. Mr. Pirie, I noted
in my opening remarks that I was interested in the Navy’s home-
port ashore initiative you talked about. That is of particular inter-
est to me as Naval Station Everett is and obviously will continue
to be a carrier homeport, but it is also of interest to me in the
broader impact that this initiative will have on recruitment, reten-
tion, and quality of life factors. Would you explain to us how this
program is going to work and what impact it will have on homeport
communities like Everett?

HOMEPORT ASHORE

Mr. PiriE. What we would like to do is build enough BQ spaces
so that we can accommodate something approximating 20,000 sin-
gle sailors in pay grades E-1 through E—4 that are on ships who
have no shore accommodation now when they’re in homeport. So
the real question is can we accelerate the building of BQs within
our limited resources to make that happen. The scheme that we
have come up with involves backing off the 1 plus 1 standard,
which is the current DOD standard, to a 2 plus 0 standard, using
the resources that are saved in that way to accelerate the building
of these BQs.

The first two of them are, in fact, in the fiscal year 2001 budget.
We are currently—I do not want to use the word haggle, but we
are currently negotiating within the Department of the Navy how
fast we can do this. I, of course, want to do it as fast as we possibly
can. Then there is a question about the phasing of who benefits
first. Do we accommodate our shore deficit with these BQs first or
do we start moving the sailors off the ships now? I think we will
do a little of both.

. Seg?tor MURRAY. Do you know how many sailors would be af-
ected?

Mr. PIRIE. I think it is on the order of between 16,000 and 20,000
sailors. It is—I think it is an important move.

Senator MURRAY. Do you know how much it will cost?

Mr. PIRIE. I have seen various estimates, and it really depends
on how fast we want to do it. I have seen estimates that would in-
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crease our BQ requirements by something like $80 million a year.
That is the fast track. I would like to see the fast track. There is
a real question inside the Navy Department about priorities and
whether we can break loose that much money.

Senator MURRAY. I am very interested in this. Hopefully we will
work toward that, assuming no disparities in the basic allowances
for housing, it has caused a lot of concern in my home state of
Washington. I understand that Secretary Cohen has ordered an
end to the disparities in the Basic Allowance for Housing (BAH)
rates. Has that order taken effect yet? And if not, when is it going
to take effect?

Mr. PIRIE. In the fiscal year 2001 budget, there is adequate re-
sources to reduce the out-of-pocket, average out-of-pocket expenses
from where it is now, 19 or a little more percent down to 15 per-
cent, but in the future year defense program, there are resources
to reduce it to zero by 2005. This is an important move. This will
make a big difference.

Senator MURRAY. Explain to me exactly how it is going to look
in the future.

BAH

Mr. PIrIE. Well, over the course of the next five years, incremen-
tally we will buy down the 15 percent which will be left over at the
end of fiscal year 2001. We will put increasing amounts of money
into the budget to increase the BAH allowances, so that by our cal-
culations the average out-of-pocket expense over and above their
allowances which sailors will have to undergo to get housing in the
community will be reduced.

It is a rather complicated business because it depends on surveys
of housing costs, and I have to say the surveys are not my busi-
ness, they are the business of my colleague, Carolyn Becraft, the
Assistant Secretary for Manpower and Reserve Affairs and fun-
damentally of the office of the Secretary of Defense. I have not
been particularly pleased by some of the survey news that I have
heard, and I think we need to pay very careful attention to how
these are done so that we do not see serious inequities.

I think going into the BAH concept and going to the concept of
reducing the out-of-pocket expenses for those who draw BAH was
a really important way to get rid of one inequity which was that
people living in government housing were subsidizing people who
were living not in government housing. So we have gotten that in-
equity behind us. Now we have to be careful that these surveys do
not create other inequities.

Senator MURRAY. That is exactly what happened in Washington
State. I understand what your long-range goal is, but the short-
range effect was that many people were going to get less BAH and
they really saw that as a real slap in the face in Washington State,
but I understand Secretary Cohen has ordered an end to that dis-
parity. Does the Defense Department intend to seek congressional
approval to make changes retroactive, and, if so, retroactive to
when?

Mr. PIRIE. Retroactive changes?

Senator MURRAY. In the BAH.
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Mr. PiriE. Not that I know of. I do not know. We will look into
it and let you know.

[The information follows:]

The roll-back to 1999 rates for low cost areas went into effect on March 1, 2000,
however the money for March will not be seen until the 1 April paycheck. OSD in-
tends to seek legislative authority to allow retroactive payment from January 1,
2000 to February 29, 2000 for all members who transferred into these low cost areas
during that time.

Senator MURRAY. I appreciate that. Naval Station Everett is one
of the Navy’s public-private venture housing sites. Can you give me
an update on the status of that project currently?

Mr. PIRIE. We have—as you know, we do have a project at Ever-
ett and another one going in, and it is one of the seven that are
currently in negotiation. And we have finally worked through the
supplemental to buy down the rates for the first project to be a
more tolerable rate for the people, but do you have further news?

Admiral SMITH. The procurement is going along very well. We
are in active discussions in what we call Everett 2. There really
are, probably as you know, three contracts there. The first was one
of our first PPVs. It went extremely well with beautiful units. I
hope you get a chance to see them. We then modified that contract
and put in what we call a Differential Lease Payment (DLP), some-
thing that brings a little more money to the table for the people
living in the housing, and enables them to get to a zero out-of-pock-
et condition.

What we are doing now we call Everett 2 because it is basically
the original contract, the original concept. We are in active negotia-
tions. I hope by the summer or early fall to come over to you all
with a proposed award, but it is going very well, and I visited both
the naval station and the Marysville site. It is very pretty.

Senator MURRAY. Yes, it is very nice. I look forward to working
with you on that. Thank you. Thank you, Mr. Chairman.

Senator BURNS. Senator Craig.

Senator CRAIG. I am here to talk about our naval bases in Idaho.

Mr. PIRIE. We have a terrific base at Lake Pend Oreille.

Senator CRAIG. I was testing your knowledge. And, of course,
Bayview is an important facility. A lot of folks do not realize that
we have that naval installation in our state, and I think it has
been recognized as probably a premier facility when it comes to
acoustical testing, extremely valuable for our submarine fleet and
probably for other surface vessels also.

I guess my question, and my frustration, because I see what is
being offered by the administration as it relates to plant replace-
ment value, and I see our goal of reaching 3 percent of plant re-
placement value for naval facilities for annual real property main-
tenance, I watched Bayview, and I know that the reason we have
a good relationship there and some positive things going on is be-
cause of Congress intervening and helping, and we will continue to
do that, and I guess my question of you is what are you doing to
reach the goal of allocating 3 percent?

Mr. PIRIE. The real property maintenance budget is generally
problematical for us. We do not have—I mean, other than the 3
percent number, we do not really have good industry standards at
the moment for maintaining the property we have, and we do not
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have a scheme that gives us hard and fast requirements numbers
in this area. As a result, in the internal budget allocation process
in the Navy Department, higher priority items such as readiness
funding, procurement of major weapons systems, imperatives in
that area tend to impact negatively into our real property mainte-
nance budget.

I would certainly be the first to agree that we ought to take our
stewardship of Federal facilities seriously and work to maintain
these properties in good shape for the long term, and my small
voice in the resource allocation discussions that go along over in
the Pentagon tends to that effect. We could use more money for
real property maintenance, there is no question about it. These
questions become very important from time to time, including the
procurement budget and concerns about whether we will be able to
sustain the 300-ship Navy or be able to sustain the air wings that
we put on the carriers.

When those questions appear on the horizon, the question about
kec{eping the buildings in good shape sometimes gets pushed to one
side.

Senator CrAIG. Well, I appreciate that answer because that is a
struggle we face and are going to continue to face. This committee
has made an effort to step in where the administration has chosen
not to go, and we will continue to do that, I hope. It is a matter
of maintenance, it is a matter of the ability to deliver. It is also a
quality of life factor for a good many of our folks in uniform, and
to be in a competitive marketplace today, I think that is something
we have to be terribly sensitive to. Not of your watch, but I did
have a windshield tour of my air base the other day out in Idaho
looking at housing, and I am not at all happy with what I am see-
ing, and we are struggling to keep our airmen and women, and it
is not just the bonus, it is the overall environment in which they
live, and I think that is true in the other services. We have got to
be sensitive to that. Acoustical research detachment, the one I am
talking about on Lake Pend Oreille, and the growing importance of
stealth technology, do you see other missions coming our way?

Mr. PIRIE. Once again, I am way out of my depth here. I could
defer to my military colleagues, and I assume it is the acoustical
testing that is done so preeminently there.

Admiral SMITH. Sir, having been to that beautiful lake and the
fine facility that is there, you know, we are the Navy, we exist to
float, the hydrodynamic research as well as the acoustic research
that is there gets more and more important to us every day, and
I look at what we are doing in the Navy meteorological command
as well as the research and development fields within the Naval
Sea Systems Command, and it just gets more and more advanced
and you need cleaner and cleaner water where you can do that
kind of work. That is one of the beauties of that site, so it certainly
has an active life, but you would have to talk to a slightly different
kind of engineer than a civil engineer, I am afraid.

Senator CRAIG. I will continue to pursue that. Thank you, gentle-
men, very much. Mr. Chairman, thank you. Let me ask unanimous
consent my opening statement be a part of the record.

Senator BURNS. Without objection, it will be a part of the record.

[The statement follows:]
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PREPARED STATEMENT OF SENATOR LARRY CRAIG

Mr. Chairman, it is truly a pleasure to serve on the Military Construction Sub-
committee. I am proud of the accomplishments and impact which we have had on
not only the Department of Defense, but also on the men, women and their families
who serve diligently in defending this great nation of ours. We have worked hard
in the past to ensure funds are provided and available for the crucial projects need-
ed at our all important military installations, and unfortunately we are required to
work even harder this year to keep funding at even an adequate level.

As we all know, the military construction budget is to provide necessary funding
for the planning, design, construction, alteration, and improvement of military facili-
ties world-wide. Over the last couple of years I get the feeling this has been lost
on the Clinton-Gore Administration. Both Houses of Congress have continually de-
bated with the current administration about whether military construction funding
and long-term planning are adequate.

The Department of Defense’s stated goal for real property maintenance is 3 per-
cent, which is below funding used for public facilities nationwide. In light of this,
it is mind boggling to think that some of the Services are budgeting only 1 percent
of the plant replacement value. How can we expect to keep our military infrastruc-
ture maintained at a functioning level when the maintenance budget won’t even
cover the day-to-day replacement costs due to normal aging?

Due to the lack of adequate budgeting and planning, Congress has felt the need
to intervene and fund programs which we fill are in the “best interest” of the serv-
ices. A good example of this cooperation between Congress and the Navy is the
Acoustic Research Detachment, located at Lake Pend Oreille in Bayview, Idaho.
This facility develops and evaluates advanced submarine technology. The lake’s
depth and mild currents provide an unmatched environment to test the stealthness
of our submarine designs. In fact, I heard that it was Admiral Giambastiani who
said, “for the Navy Submarine Fleet, the most important body of water is Lake Pend
Oreille.”

However, in spite of the successes, I feel that Congress is being held hostage by
the Clinton-Gore Administration. They know that we will not let our men and
women of the armed forces down and will increase the funding for military construc-
tion, which the Congress has done to the tune of about $3,500,000,000 over the last
5 years.

Although military construction is not the most glamorous issue, it is becoming
more and more important in the quality of life and morale of our troops and their
families. I will continue to support projects which enhance mission readiness and
quality of life initiatives which will help in retaining our superb men and women
of the armed forces.

Senator BURNS. Thank you very much. I just have a couple of
more questions. When we look at overall spending and everything,
Mr. Secretary, and this type thing, and we knew what we were
doing last year, but despite everything the BRAC is more than dou-
bled, it goes up to $477 million this year. Now, does that get done
what we need to get done? Do we have shortfalls there also?

Mr. PiIrIE. No. That will get—if we have that money

Senator BURNS. That fulfills our obligation, that is what I am
concerned about?

Mr. PIRIE. Yes, sir, and it is really a question of does Admiral
Smith have enough confidence that the money is going to be there
so that he can continue to spend and keep these things going right
up to September 30 so that on October 1st there is the new check-
book to start writing from. We confront a fairly massive number of
conveyances in this next year, and the cleanup is key to that. I will
provide counsel a copy of what is called our star chart, the number
of conveyances that we have to get done this year. It is truly im-
pressive.

[The information follows:]
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DEPARTMENT OF THE NAVY—FISCAL YEAR 2001 BRAC ENVIRONMENTAL FUNDING

The Department of the Navy’s planned fiscal year 2000 BRAC funding was signifi-
cantly reduced as $255 million of fiscal year 2000 funds were moved to fiscal year
2001 as part of the Administration’s proposed use of Advance Appropriation for the
military construction accounts in the fiscal year 2000 President’s Budget Submis-
sion. Although the Congress denied the use of Advance Appropriations and restored
full funding for the Military Construction and Family Housing Construction ac-
counts, BRAC was not restored. The bulk of the funds that shifted from fiscal year
2000 to fiscal year 2001 last year, remain in the fiscal year 2001 budget. Thus the
steep increase in BRAC funds from fiscal year 2000 to fiscal year 2001.

The impacts of this shift in funds have been reduced site cleanups, increased
project administration costs due to required contract changes, strained relations
with the regulatory community, and a loss of credibility among the public, regu-
lators and the redevelopment community as pertains to cleanup schedules and com-
mitments. The impact of delayed funding also impacts transfer opportunities across
the program. Facilities, utility systems, installed equipment, and infrastructures de-
teriorate rapidly after base closure. Redevelopment authorities and other federal
agencies are not motivated to take on property with deteriorated infrastructure or
where Navy’s commitments to timely cleanup are questionable. Nor do they view
opportunities for early transfers as viable options when we delay funding with direct
impacts on agreed upon cleanup schedules supporting community redevelopment
projects.

The Navy has worked hard to mitigate funding obstacles to meet FOST, regu-
latory and transfer dates. To do so, we reworked project schedules and contract doc-
uments coupled with stop-gap incremental funding methods to keep the maximum
number of projects moving forward. This effort was accomplished by dividing hun-
dreds of task orders into smaller phases, and adjusting contract award and comple-
tion schedules to match the expected appropriations cycle rather than accelerated
cleanup and transfer schedules. As a result, we are positioned to obligate the fiscal
year 2001 increment of these critical projects very early in the first quarter of fiscal
year 2001, thereby restarting the delayed work as quickly as possible. This rework
has resulted in some changes in the fiscal year 2001 budget request, where nearly
all of the BRAC funds are for environmental cleanup. The continued execution of
the fiscal year 2000/2001 program will only work if fiscal year 2001 funding is re-
ceived in full. The following list outlines those areas where 74 percent of all fiscal
year 2001 BRAC funds are being spent.

Despite these actions to maintain momentum with limited funds, we have already
experienced some unavoidable impacts:

Mare Island

Reduced or delayed funding in fiscal year 2001 will result in conveyance delays.
Mare Island is divided into 22 parcels, which were delineated with the environ-
mental cleanup schedules as a primary consideration. Reduced or delayed funding
would impact disposal of 14 parcels, or a total of 5,000 acres.

The majority of the developed and developable land was requested for transfer
under an Economic Development Conveyance application, which was approved in
September 1999. Most of this property is scheduled to be conveyed in fiscal year
2002 when the environmental work would be completed if we proceed as currently
scheduled. There are two developers now working under a LIFOC. Further post-
ponements of remediation projects on EDC parcels will delay deed transfer, which
will adversely impact the community’s ability to raise capital to fund redevelopment
projects.

Large portions, approximately 3,600 acres, of the wetlands revert to the State of
California. Currently these parcels are scheduled for conveyance in 2004 and 2005.
There is interest in an early transfer of these parcels to support a commercial dredg-
ing operation in the Bay Area. Additionally, the LRA has informally notified Navy
they are planning to make application for an early transfer of all other parts of the
Mare Island complex this year as well. Reduced or delayed funding would seriously
jeopardize our ability to make a meaningful commitment to early conveyance of this
property in fiscal year 2001.

FISC Oakland

Funding included for the Fleet Industrial Supply Center (FISC) Oakland is for
two installations—FISC Alameda Annex and Naval Fuel Depot Point Molate. Both
of these sites were the subject of special legislation and will be transferred via a
quit claim deed. We are pursuing an agreement between the Navy and the City of
Alameda, California, to transfer the FISC Alameda Annex property to the City in
April 2000 with Navy to complete environmental cleanup to support the City’s rede-
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velopment project. The City’s $100 million development project will be jeopardized
if environmental cleanup funding is delayed from fiscal year 2001 to an outyear.

Point Molate NEPA will be completed this fall. Navy could then convey the prop-
erty except that environmental cleanup will not have been completed. If funding is
delayed, transfer of the first two parcels, or 40 acres, currently scheduled for Decem-
ber 2003 will not be met. City is actively considering early transfer and has hired
consultant(s) to assess their risks and advise them on early transfer. In that case,
lack or delay of funding in fiscal year 2001 would also undermine our ability to com-
mit to an early transfer in the near term.

Naval Air Station in South Weymouth, MA (NAS SOWEY)

The limited fiscal year 2000 funding affected our opportunity for an early transfer
of NAS SOWEY. The Local Reuse Authority (LRA) for NAS SOWEY has put to-
gether a redevelopment plan that includes retail shopping, office space and rec-
reational parks. The centerpiece of the redevelopment is a one million square foot
shopping mall. The Mills Corporation, developers of the mall, is prepared to begin
construction in January 2001. However, Mills cannot begin construction without a
long-term lease (LIFOC) or ownership of the property. Mills also requires a con-
nector road to access the mall. This road would go completely across the base. The
mall and the connector road are the keys to redevelopment of NAS SOWEY.

In order to meet the January 2001 construction start date, the LRA had asked
Navy to provide property transfer or LIFOC for the Mall Parcel and Connector Par-
cel by 1 October 2000. The shift in funding greatly affected Navy’s ability to either
transfer or reach LIFOC for the Mall Parcel and the Connector Parcel. A number
of remediation projects must occur in fiscal year 2000 to meet the mall construction
schedule. Any delay in fiscal year 2001 funding will make it impossible to achieve
a FOST by the date requested by the LRA. This will delay the start of Mills’ con-
struction and may even drive the Mills Corporation out of the project completely
thereby destroying the reuse plan.

Moffett Field

At Crows Landing, the land has been transferred from NASA to Stanislaus Coun-
ty. The new owner wants to convert this base to an Agricultural Airport for rapid
transportation of perishables produced by the farmers in the area. Any delays will
affect the farms that surround the base. A regional Treatment System, which is in-
tegral to redevelopment, was planned to be in place by August 2000; but due to the
fiscal year 2000 budget reduction, the cleanup implementation has been pushed out
one year to August 2001. We intend to utilize recovered monies from prior year un-
obligated/unexpended balances to fund fiscal year 2000 requirements at Moffet.
Howeveﬁ, if funds are unavailable in fiscal year 2001, the schedule will be further
impacted.

At Moffett Field, the main base real estate has already been transferred to NASA.
Due to the reduction in fiscal year 2000 funding, the cleanup of Site 22 was delayed
from August 2000 to August 2001. If fiscal year 2001 is not fully funded, it will have
a ripple effect on remediation work carried out, such as the cleanup at ecologically
sensitive areas (Site 27). This will also affect the agreement Navy has signed with
NASA as it impacts their future land use plan. Moffett is a National Priorities List
site. Public reaction is also expected (a very active RAB exists at Moffett); they have
already questioned the budget cuts at several RAB meetings.

NAS Alameda

Shortfalls or delayed funding in fiscal year 2001 would result in EDC Parcels 1,
2,6,7,8,9, 10, 11, 14, 16 and Fed 2, 4 conveyance and cleanup delays. A planned
575-acre wildlife refuge is also affected. Delays would result in missed milestones
contained in the pending Federal Facilities Agreement, with possible payment of
stipulated penalties. Reuse and development delays will cost the city millions of dol-
lars in revenue. Since the community has been an active participant in the cleanup
process, additional cleanup delays will increase public resentment and outrage. If
all parcels at Alameda must be cleaned before transfer, the final transfer to the City
would not occur until May 2007. In all likelihood, a delay of this length will cause
the City to miss the prevailing positive economic cycle, which could leave this parcel
undeveloped for this entire decade.

NAS Memphis

Memphis is the first early transfer where Navy agreed to continue environmental
cleanup after transfer. As such, it is being watched by other BRAC communities
considering similar opportunities to accelerate reuse. Memphis has a cleanup sched-
ule specified in the Covenant Deferral Request. We are currently conducting the
Corrective Measures Study at Memphis, with the remedies to be selected the second



26

and third quarter of fiscal year 2001. We may not be able to pursue cleanup at
Memphis as negotiated with the State of Tennessee if fiscal year 2001 funds are re-
duced. This would send a strong adverse signal to the other states considering early
transfers. Navy would loose all credibility for any schedule established and future
conveyance agreements that would rely on post-conveyance environmental cleanups.

Charleston Naval Complex

The Redevelopment Authority has indicated a willingness to entertain early trans-
fer in the summer of 2000 because of a fixed price environmental restoration con-
tract already signed that uses private sector insurance to guarantee the price and
cleanup. This contract is incrementally funded over two years and places the inves-
tigative and cleanup requirements on one prime contractor for expedited transfer
and environmental closure. Reduction in funding of the fiscal year 2001 budget re-
quest would have an extremely adverse impact on the time schedule and total cost
of the contract as well as the timeline for transfer of the property. The FOST date
for EDC phase 3 would be delayed at least a year.

NAVSTA Treasure Island

Reduced or delayed funding in fiscal year 2001 would result in conveyance and
cleanup delays from fiscal year 2007 to fiscal year 2009, igniting public resentment.
Seven conveyance parcels on Treasure Island would be directly impacted. The
planned reuse/development, for housing, film studios, ferry terminal and a marina,
has high political interest in California and in Congress. Reuse and development
delays could cost the city millions of dollars in revenue. More importantly, the Navy
would be in direct violation of the signed Federal Facilities—State Remediation
Agreement resulting in possible stipulated penalties.

The City of San Francisco has expressed interest in early transfer of Treasure Is-
land this year. There are basically two scenarios possible: (1) Fixed-price buy-out
with cleanup included in redevelopment by the new owner, and (2) Early transfer
with cleanup to be completed by the government after conveyance. Congressional re-
ductions in Navy’s fiscal year 2001 budget requests would eliminate any possibility
of a fixed-price buy-out because funds would not be available when needed to con-
summate such a deal. Fiscal year 2001 funding delays or reductions would also sig-
nificantly undermine the City’s confidence in timely federal cleanup following an
early transfer. Our best hope to accelerate conveyance and economic development
of this property is full funding of Navy’s request in fiscal year 2001.

Hunters Points NSY

Navy is currently exploring early transfer of Hunters Point with the City of San
Francisco and their master developer. Congressional support of Navy’s fiscal year
2001-2003 budget requests will be absolutely critical to consummating an early
transfer for this troubled property. The City’s economic development cycle is in high-
gear and accelerated development of Hunters Point is a City imperative since this
is one of the last major parcels of undeveloped waterfront real estate in the San
Francisco area. Even if early transfer and fixed-price buy-out negotiations are un-
successful, any funding reductions in fiscal year 2001 would adversely impact Site
78 on Parcel F. Because of reduced fiscal year 2000 funding, the Regional Sediment
Report will be incrementally funded. If the balance of funds is not provided in fiscal
year 2001, the Navy will be in violation of the Federal Facilities Agreement sched-
ule. These delays will require approval from the BRAC Cleanup Team (in particular,
the regulatory agencies). If funds are not provided until fiscal year 2002, this will
delay the Remedial Investigation phase, followed by the Feasibility Study phase,
Record Of Decision, Remedial Action phases and the planned transfer date of Janu-
ary 2004 (which would be pushed to January 2005) to the City of San Francisco.

NAS Dallas

Early transfer is being pursued for the Navy’s “L” Parcel with the City of Dallas.
Cuts in fiscal year 2001 would delay both the FOST and disposal date. On the prop-
erty leased from the city of Dallas, the Navy is negotiating with the City regarding
the extent of cleanup required and a possible cooperative agreement, with cleanup
funding passed from the Navy to the City. Funding reductions would probably end
dislcusTions on a cooperative agreement and most likely lead to lawsuits and a judi-
cial solution.

NOS Louisville

The Navy anticipates an early transfer of the entire property with cleanup being
finished by the Navy after transfer. Funding cuts would not allow us to meet the
FOST dates specified; and the early transfer, which the district’s Congressional rep-
resentative champions as a must have for the local economy, would be in jeopardy.
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This would negate all reuse planning to date and require a total reevaluation of the
reuse plan.

NAS Cecil Field

The FOSTs for six parcels would not be met if funding is reduced in fiscal year
2001. These include parcels already delayed from both the PBCs and EDCs by ear-
lier budget reductions. The FOSTs for two parcels scheduled for November 2000
would not be met if fiscal year 2001 funding is delayed. Delays must be avoided to
preserve the community’s reuse plan since the aircraft related activities could easily
relocate to another facility in the southeast portion of the country, leaving the prop-
erty undeveloped for years to come.

NAWC Indianapolis

The FOSTs for two parcels scheduled for fiscal year 2003 will not be met if fiscal
year 2001 funding is shorted. This property is leased until transfer is complete.
Should the cleanup effort be suspended or postponed, the lease could be terminated
and the property abandoned.

NTC Orlando

The FOST for three parcels scheduled for 2001 will not be met if fiscal year 2001
funding is reduced. We expect delays to most of the currently scheduled FOSTs and
transfers of property, and delays in pursuing ultimate cleanup.

SUMMARY

Navy has accommodated the incremental impacts in fiscal year 2000 by restruc-
turing the cleanup contracting strategies across the program. Increased labor and
increased costs of the cleanup work are inevitable. Some delays are already occur-
ring but the promise of full follow-on funding in fiscal year 2001 has been used ef-
fectively to allay community and regulator concerns. Navy is also actively pursuing
early transfers and fixed-price buyouts at several major bases. Reductions or even
indications of potential reductions in Navy’s BRAC budget request during congres-
sional reviews over the next few months will have devastating affects on timely and
successful conclusion of the BRAC program. Impacts to community redevelopment
efforts and job generation will result across the country.

BRAC Program Execution

Multi-Year Disposal Plan
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Senator BURNS. Mr. Secretary, if you could, and then sort of de-
tail some of those, where those conveyances will be made and kind
of keep the committee informed, I would like that, and I know that
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you have a pretty robust schedule this year with regard to that,
and we appreciate that, but you know every time you see a spike
in there, that always draws a little bit of attention. How come we
are doing that, and of course some of that, some of the steps we
have taken in the past 2 years has caused part of that, too, we also
understand that. And we will work with you. But if you could pro-
vide the committee on those conveyances and where we are in our
cleanup with more detail, I would certainly appreciate that.

Mr. PiRIE. Definitely. I have got a memorandum on some of the
trapeze acts that we have had to do with the communities just to
get through this year, and I will provide that as well.

[The information follows:]

MEMORANDUM FOR STAKEHOLDERS IN THE DEPARTMENT OF THE NAVY
ENVIRONMENTAL RESTORATION PROGRAM

FISCAL YEAR 2000 CLEANUP FUNDING

Funding for cleanups at installations undergoing Base Realignment and Closure
(BRAC) is provided from the Navy’s BRAC account, which is part of the Military
Construction appropriation. When the Department of the Navy developed the BRAC
budget, $382 million, in environmental projects was planned for fiscal year 2000.
This figure represented a $107 million real increase from fiscal year 1999 to fiscal
year 2000 and would have funded our fiscal year 2000 BRAC environmental require-
ments. During final budget deliberations within the Department of Defense, $233
million was shifted from fiscal year 2000 to fiscal year 2001 leaving $149 million
(about 40 percent) available for BRAC account fiscal year 2000. This shift of funds,
called an Advanced Appropriation, was based on the premise that not all funds are
needed in the year a cleanup project is initiated. After a project is initiated by
awarding a contract, work progresses over many months and progress payments are
made to the contractor accordingly. Only when the contractor “cashes” the govern-
ment checks are funds expended from the federal treasury. Historically, the BRAC
cleanup program has expended about 40 percent of funds in the first year, with the
remaining funds expended over the following 12-18 months. Having pre-approved,
future appropriations (an Advanced Appropriation) would have allowed the military
services to contract for the same BRAC cleanup projects as planned in fiscal year
2000 and have funds available for cleanup projects as they progressed into fiscal
year 2001. Congress did not approve the Advanced Appropriation concept. We have
bieen u&lsuccessful in restoring fiscal year 2000 BRAC funds to the level first
planned.

Fiscal year 2000 will be a difficult year for Navy execution of the BRAC environ-
mental program. Because funds have not been appropriated, we will not be able to
contract for all the cleanup projects we had planned. We have asked the Naval Fa-
cilities Engineering Command and their field divisions to consult with stakeholders
at BRAC bases to ensure we make the best use of available funds. The risk to
human health and the status of property reuse actions will be prime factors in
prioritizing our efforts. However, we are aware that not all requirements can be sat-
isfied in fiscal year 2000. We appreciate your understanding and cooperation as we
strive to meet our regulatory obligations and commitments to your community.

Disposal date
Installation S EEE—
Month Year

3 2001
Agana ...... 9 2001
Alameda .. 6 2005
Annapolis ..... 9 2001
Barbers Pt ... 9 2001
Brooklyn ....... 9 2002
Cecil Fid ...... 9 2002
Chastn Com ... 12 2001
Chase (Goli) ... 2 2000
Coconut Gr 2 2000
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Disposal date
Installation R
Month Year

DAIIAS oottt sttt 12 2002
DAVISVIIIE oottt ss sttt 1 2001
El Toro ... 5 2004
Glenview . 2 2001
Guam PWC . 9 2001
Guam SRF .. 12 1999
Hunters Pt .. 9 2005
Huntsville ... 11 1999
Indianapolis 11 2003
Jamestown .. 3 2000
Key West ..... 1 2001
Long Beh Sy ... 12 2000
Long Bch NS 1 2000
Louisville ... 10 2003
Mare Island . 12 2005
MEMPRIS oottt ettt a st 12 1999
New London 6 2000
Oakland Fisc ... 7 2004
Oakland NH 3 2000
Oakland NRL ... 4 2000
Orlando NTC 6 2001
Perth Amboy 5 2000
Philadel NH 10 200
PRITAAE NS oottt entes srensaentas 2002
Pittsfield ..... 1 2000
Salton Sea .. 12 1999
San Diego ... 3 2002
San Fran PWC . 1 2002
Sand Point PU . 12 1999
South Weymo ... 9 2002
Staten Island ... 1 200
Stockton CA 3 2000
Treasure Is . 3 2003
Trenton Naw 7 2000
Tustin ......... . 2 2003
WAIMHNSTE oottt 9 2000

Senator BURNS. Well, you have made it through that minefield
pretty good. We think you have done a good job. And of course I
would say to my good Marine friends, you know, everybody else is
worried about housing. We would take some of your housing at
probably Home Air Force base. We Marines are used to sleeping
just in a tent, you know.

Senator CRAIG. I have heard those lines from you before. I don’t
believe them.

ADDITIONAL COMMITTEE QUESTIONS

Senator BURNS. You guys have to get a life. I have no further
questions for this panel, and I appreciate you coming this morning.
Again, we look forward to working with you as we complete this
process, and if we can be of any help to you, we are certainly here
to provide that for you. Thank you, Mr. Secretary, for coming this
morning.

Mr. PIRIE. Thank you, Senator.
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[The following questions were not asked at the hearing, but were
submitted to the Department for response subsequent to the hear-
ing:]

QUESTIONS SUBMITTED BY SENATOR CONRAD BURNS
FUNDING LEVELS

Question. The Navy’s fiscal year 2001 overall budget represents a two percent in-
crease over last year’s enacted level, about $166 million. However, a large portion
of this increase is in the BRAC account. Their construction program is in fact below
last year’s enacted level.

Secretary Pirie, while your fiscal year 2001 budget looks stronger than last year’s
budget, a good portion of the increase is actually allocated to the BRAC account.
Why is this a good news story?

Answer. Yes, most of the increase is in the BRAC account, because that area had
the greatest need. During the fiscal year 2000 budget deliberations within the De-
partment of Defense, Navy BRAC environmental funds were shifted from fiscal year
2000 to fiscal year 2001 as part of a request for Advanced Appropriation in the con-
struction accounts. Congress did not approve the Advanced Appropriation concept,
and fully funded the fiscal year 2000 military construction and family housing con-
struction accounts. BRAC funding, however, was not similarly restored. Thus, the
large increase in fiscal year 2001 BRAC funding represents requirements and fund-
ing, nearly all of which is to cleanup BRAC properties, deferred from fiscal year
2000 and added to our fiscal year 2001 requirements. These projects are closely tied
to redevelopment and reuse of the property by Local Redevelopment Authorities and
need to be completed to stay on schedule with redevelopment plans.

Our fiscal year 2001 request retains this higher level of funding. We consider this
funding vital to support redevelopment efforts by town, communities and cities ad-
versely affected by base closures, and to keep the disposal of excess Navy property
on schedule so that the savings can be applied elsewhere in Navy’s budget. Fiscal
year 2001 represents the single largest year for planned property transfers for the
Department of Navy.

Our fiscal year 2001 request is also higher than fiscal year 2000 in other areas
as well. Our Family Housing Construction appropriation request is seven percent
above the fiscal year 2000 enacted amount. Our Real Property Maintenance request
is nine percent greater than the fiscal year 2000 enacted level, after inclusion of the
Department of the Navy’s share of Quality of Life Enhancement, Defense in fiscal
year 2000 and the effect of the fiscal year 2000 rescission. Our Family Housing Op-
erations and Maintenance account, and Base Operations Support are about the
same as the fiscal year 2000 enacted level. Only our Military Construction, Navy
and Military Construction, Naval Reserve accounts are below the fiscal year 2000
enacted level. They are, however, similar to the fiscal year 2000 budget request level
before Department of Defense decision to eliminate contingency funding.

Overall, this is the strongest facilities budget submitted to the Congress during
my six year tenure in this position.

Question. What will be the impact of taking all of the fiscal year 2000 across-the-
board reduction for the operation and maintenance account against only the real
property maintenance accounts?

Answer. Targeting the entire $136 million operation and maintenance rescission
to the real property maintenance accounts, although difficult, avoids immediate
readiness problems and can be done with the least risk of reduction-in-force or fur-
loughs. Nonetheless, the decision amounts to a nine percent reduction in fiscal year
2000 Real Pr